THESE SECURITIES HAVE NOT BEEN REGISTERED WITH THE SECSRJE&S AND
FXCHANGE COMMISSION OR. THE SECURITIES COMMISSION OF ANY STATE IN
RELIANCE UPON AN EXEMPTION FROM: RE( ISTRATION UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE “SECURITIE: ACT™. AND, ACCORDINGLY, MAY
NOT BE OFFERED OR SOLD EXCEPT PURSUANT TO AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE SECURITIES ACT OR PURSUANT TG AN AVAILABLE
EXEMPTION FROM; OR.IN A TRANSACTION NOT SUBJECT TO, THE-REGISTRATION
REQUIREMENTS OF THE §B& FCURITIES ACT AND I ACCORDANCE  WITH,
APPLICABLE ST ATE SECURITIES LAWS AS EVIDENCED BY 4 LEGAL OPINION OF
COUNSEL TO THE TRANSFERGR TQ SUCH EFFECT, THE SUBSTANCE OF WHICH
SHALL BE REASONABLY ACCEPTABLE 1O THE COMPANY. THESE SECURITIES
MAY BE PLEDGED IN CONNECTION WITH A BONA FIDE MARGIN ACCOUNT
SECURED.BY SUCH SECURITIES..

%% CONVERTIBLE DEBENTURE

Company: Paradigm Oil and G4§, Tde.
Lompavy Address: 1307 W Main 8t Ste. 247 B, Gun Barrel City, TX 75156
Closing Date; Octobernof¥.2011
Meaturity Dute: Oetobér 4, 2015,
Principal Amownt:  $200,000,

This 4%% CONVERTIBLE DEBENTURE is- duly aulhorized and validly issued by
‘Par&dxﬁm O} and Gak, Ine. o Névada cOTpotion; (ikie * ‘Company™} to La Jolla Cove
Taivig -rS Ioe.or #s reoim,red assigns (the “Ho
Pure

“Secarities Purchuse Agréement™.

FOR VALUE RECEIVED, ths Company prbmsses to the Holder ‘the: printipal sum of
$200.000, sibject 1o adjustment as ‘provided herein {the Pranupdi Anteunt”) on October __,
2015 (fhe “Maturity Baie”) or such earfier date as this Debenfute:is: reguited or pbimiited te b
s‘ep:ud as-provided heretnder, and to pay interest 1o the Holder on theag gpfegate unconverted and
then outstanding principal amouny, of this Debenture at th

eotitatned in this Debanfure, Interest shall acerue fom the-date herea‘f and he. pnyab%a, on a

momhly basis, commencing onthe 15th davpf eath morth Loll lowing the mienth of issuance of

1his: Debenture, with the final pavitent 1 b rmadé oh the Marutity Date {each, an “Interest
Paymm{ Thue Date™). Ihterest shall be edloulated on the:basis of s year of 365 or 366 days, as
thecase may be, for the. actual number of days (mciudmg, 2 the flrst day buts Lxciudmg the last day)
cccurzmg, n the peritd For whith such initerist is payabiézj Payrient of intérest on this Debenture
shail'be in cash or, at the: ﬂptmn of the, Hold ' of Cominon Steck of the Company
walued at the then apphwble Coiversion Price {uf detincd. bélow). Ad the Maturity Date, the
Company shall’ pay in tash the ful) wutstending Privcipal Amount of fhis:Debenture, together
with all acerued and unpaid intesest. This Debenture may: not be prepaid without the writen
consentof the Holder: This Debentire'is sub_pect tothe following additional brovisions:

T Initiois

Y, prrstant fo the fermy of 2 Secorities
ase Agreemient dated Oolobe 0{;{ 2611 bctwe::n lhf, Company and the Holder (the

(eof fourand three: gugrises pergent.
(4%%} per annum (HiE “Interest Rate™), all il avesrdance with {he terns and cenditions
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ARTICLE
DEFINITIONS

LV Definitions. Capxmlvcd ternis used but pot defiped in this Debenture -shall have
the meaning ascribed in the Securities Purchase. Agreeinent. “The terms. defined in this-Article
whegneverused in this Debentare have the: fol]owmﬂ meanings:

“Aernate Consideration” shall have the meafﬁ:ngsr:t‘fférfh in Section 3.1.

“Bankruptcy Code” means the United States Bankruptey Code of 1986, a8 amended
(11 U.S.C..§§ 101 gt. seq.).

“Bankruptey Event™ means any of ‘the o] lewmf: events; (o) the Company or any
gigﬁﬂ'lwﬁ Subsxchary {as such term is defined in Rule 1-02(w) of Regulation $-X) thereof

‘commEnces a case of other proceeding under oy bankruptey,. r{.,,_gamzatmn, arrangemet,
ac mtmem af debt relief 01 deblers dmsoimaon mso}venr:v or Il' _a‘ucm or msm]zir hw ui an),

3t cam &ubszcim,ry ‘{}n.n,ot is ad;;:dlcated insolvent or bania.tup _DE' any order 01" rehef o ezhu'
icj;i'_ci pproving any'Such case or procéeding i§ entered; (d) the Company orany S“xg,naf' cant
Subsidiary (hereof suffers any appointment of any custodian or the like forit or any substantial
part of its property that is net discharged or stayed within 60 calendar -days after such
ap ointment; (e} the Company or any 'Swmﬁcant Subsidiary theérgol makés 4 general ussighment
beriefit of ereditors; {0 the Campany or any Significant Sybsidiary thercof calls.a meeting
weditors with a-viéw fo arranging 4 cofiposition, adiodiinént or restEicuring ofits debrs;
the Company or any Significant Subsidiary thereof, byany sel or failure to act, expressly
ates its consent to, spproval of of acquiescence in any of the fbregomg_, or takes. any
corporate or ather action for the purpose of effectingany of the-forezoing

=28

“Beneficial Ownerskip Limitation™ ealenlated in accordanse with Section 13(d) of the
Exchdnge Act and the'rules and regulations pronuigated thereunder.

“Capital Shares” means fhie- Cormmon Stock and wiy ofher %il g5 Of «ny other clags or
‘serfesof capital stock; whethier tow or herenfter autherized and hewever esignated, which have
the Tighi fo participate in the diswibution of earnfugs and assets (updh dissolution, liguidation ar
windingsup) ol the Company.

&Closing Date™ mieans the closing date set forthat the beghining-of this Debenture.

“Common Stock Issued at Conversion®, when used with referesice to the securities
deliverable upon: conversion of this Debenture, means: all Common Stock or séourities of dny
-thier cluss or series into whieh this Debenture hu;fe tx,r stial] Fave beet chauged o substituted,
“whisther now or hereafier ereated and howéver-design

“Conversion Date® imenns the -date speeified in docordancé wWith the ptovisivhs of
Sedhibn 22,

[
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“Conversion Notice” means 4 written nolice of conversion substantnﬁy in the foan
.annexed herett as Exhibit A,

“Copversion Price” means the applicable price for the conversion-of this Pebenture as
set forthin 2.1,

“Curreat Market Price” means, for any date, the price determined by the [irst of the
Following clanses; that applies: (a) if the - Common Stock is then listed or quoted on 2 national
securities cxchange, the VWAR of the Common Stock for such date {or the nearest preceding
date) on the principal exchange on which the Common Stock is then listed or quoted for trading
as reported ‘a5 reported by Bloomberg L.P. at 4135 pmi. (New York City time); (b) i the
Common Stock is traded on'the OTC Buﬂctm Board, the VWAP of the Common Stoek forsuch
date (or the nearest préced: te) on the:OTC Bulletin Board a3 reported by Bloomberg L. P&t
4:15 pum, (New: York Cﬁy time)yi(e) if the Common Stock is not then quotecl tar traémg onthe
OTC Bulletin Board and if priges for the: Common Stock are then reported in the “Pink Sheeis™
pubhxhcd by Pirk Sheets, LEC {or a:5imilar ofganization or agency succreding to'its funetions: of
reporting, priges), the las repmtr:d VWATP ofithe Common Stock so reported; or (6} in dll othér
cases, the fair ket valug 6f & sheie of Common ‘Stock a3 defermined by an; independent
appraiser selected ingocd fm‘{h by the Flolderand reasonably acceptable to the Company.

“Debenture” means this 4%% Convertible: Debenture issued by the Company. or
debenture issutr i éxchangedr replagement.

“iiseppint Multiplier” has e mianing set forth in Section. 2. 1(2).
“Eyentof Defanl” hasthe meaningset forth in Section 5.1,

“Fxcluded Seeuriies™ means (a) seeufitics fssued by the Comipény pursuart loa stock
option or sguity incentive pEm thavhas been approved by the Company™s Board of Dirgctors dnd
‘provides for the grauit ofthe Company’s seeurities solely foany meio} ae, officer, or dirgctor n
-exchange for serviees provided to- the- Company, (b) shates of Common 8toek issued by ihe
Company upon the. convc:rszon, exchange or.exercise of any'right, opticn, mbhgal 10T Seburity
owstanding on the.date. prior 1o:the Closing Date, provided that the terms of suchrijzht, aption.
obligation or securify are net'ameénded or ez’nermsu modified on or aftér the Closing Dag, and
provided that the conversion price,-exchange price, exercise price or other purchase price-is wot
rediced, adjusted ‘or otliciwise miodified and the number of shares of Comion Stodk issued or
'zssuabie is not inereased (whether by operation of, or in accordance with, the refevant governing
.documents: ot otherwise) on ar afterthe Ciasmg Diate, {c) securities {ssued in connection with
any acquisitien, whether through an acqmsmcm of stock, assets or téchnbiggies, Ieasing
arrangement or any-other transaction the primary purpose of which is net fo raise cqmiy capital,
angd (d) the shiares of Commion Stock issued upor topveriion of this Debentures.

*Floor Priee” hagibe meaning s¢f forth in Section 2.14{e).
“Helder” has the meaning set fort in the first paragraph of this Debenture,
“{nterest Payment Due Date” has the meaning set forth in the second paragraph of tis

JEDERUTE.
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“Interest Rate” means the interest rate as-defined i the sccond pamagraph Of this
Debenture,

“Maturity Date” means the matirity date set forth i the second paragraph of ‘this

Diebanture,

“Outstanding”™ when nsed with reference to Commen Steck or Capital Shares means,.on

any date. of determiimation, all ‘issved and ouisi:mdmﬂ Comniea- Steck br Capﬂa? Shares, #nd.

includes all such Common Stock or Capital Shares 1ssu'1b§c inxespeet of outstanding serip or any
verlificates representing fractional interestyinsuch Common Stosk:or {,apua,i Shares; provided,
however, that any such Commen Stock ¢r Capital Shares direttly or mﬁrru:ﬂy owned or held by
or for the aceount of the Company -or any Subsidiary «of the Company shall not be deemet

“(}u,t:sf:mdmg’_’ for purposes hereof.

“Principal Amount” has (e meaning set forth in fhe secénd paragraph of this
Debenture,

“YWAP" means, for-any date, the piide deterinined by the Hist'of tie following clauses
that applies: (4).if the Common Stock is then listed or quoted.on 2 national securities exchange,
the. daily volume wug,hted average price of the Common Stoek for such date {or the nemwiest
preceding:date) on the prinicipal {_.\:Li!tlng:u on which the Comemon Stock:is then-listed or quoled
tor-tading as reporied by Blooniberg L2, (based.on.a Trading Day fiom
Gity tne) to- 402 pan. (New York-City hma), (B} 4f the Common Stack is fraded on the OTC

30 a.m, (New York.

Bulletin Board] the volune w eighted average price-of the Comitron Stock for such date {of the
neatest preceding date) on the OTC Bulletin Boards (¢) if the Coramon Stock js notthen quci:ed.

tor trading 'on.ithe OTC Bulictin Board and if prices for the Cemmior Stock are then reported i
the "Pml\ Sheets” published by Pink Sheets; LLC (or a similar oxgam’zduon O REENCY
succeeding to its Tunetions of reportiiig {mces), the most recent: bid pme per shave ol the
Cominoh. Stock vo reported; o (d) 311l other cases; the [a¥ niasket value of'd share of Coninon
Stock as determined by an independent appraiger seleated in a,md faith by the Holder and
reasonsbly acceptable. fo-the Cortipany:

All referenses to “gash™ or “$” herein means the currciscy of the United Siates: of

Aumneriea,

| ARTICLE 2
CONVEHRSION OF DEBENTURE

».1 Conversion: Conversion Price.

{a)  The Holder shall -have the rig ght fo convert all ot any portion-of the Principal
Amount and any deérued interust owtstanding under this Debenture from time to-time, into shares
of Common Stock (ealontated as to each such conversion 16 the nearest 1/100th-of & share), on
agy Business Day.-

(s The number of shirés inty which this Debenture dan be-converted is equal fo the
dollar amount of, this. Debenture bring converted, as reflected v the apphcabk* Canversioy:
Notigk, divided by he qm}ixem of the Conversion Price divided by 10, plus-the Deberm it
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Tssued a; Conversion in conmestion with such conversion

amount being converted divided by the Conversion Price. The “Conversion Price” shall be
equal 1o the lesser of (3) $0.60. or (i) 70% of the average of the 3 lowest VWAPs diwing the
twenty-oné Trading Days prior to the date of the Conversion Motice {such. percentage amonnt
being the “Discount Multiplier”). The Company reserves the right io increase the. number of
Trading Days in clduse (i) above, as i deems appropriate,

(c) if, on the déte the Halder delivers.a Conversion Notice, the applicable Conversion
Price is below $0.03 (the *Floor Price™), the Company shall have the right, exercisable within
three (3) Business Days after the Company’s receipt of such Conversion Natice, to prepay that
portion of the Debenture that Holder elécted 1o convert. Aty seeh prepayment shiatl be made in
an‘mmount equal 1o.one hundred twenty percent {120%).of the sum of (1) the: Pringipat Amouit (o
be converteid as-specified i the applicable Conversion Noter; plis (11):any secrued and unpakd

interest on such Principal Amount. In the event thaf the Company. fails. to make the prepayment.

within three (3) Busingss Days afier e Company’s receipt of such Conversion Notice, the
Cam;;xem shall ne longer have the tight to prepay such portion of the Debenuue and shall issue
10 Folder the. appilcabie Common Stock Issued at Conversion set Forth in the Conversion Nauu.
upder the tefins of this Debenture. In the event that the Coihpany. eleots to prepay-that ponmn of

- the: Debenture; Holder shall-have the righi towithdraw-its-Conversion- Notice:

(@)  Ifat any time that this Debeniure is outstanding: (1) the VWAR ig below $0.02;

(i) the (_&mpzmy has not authorized or reserved enough shares ot its Commeon Stock-to- accuumr

Farthe conversion of this Deberture.in full and the fssuance of shares of the Commeon Stoek in
accordanice. with its terms; or (1) the Holder is. prohibited for apy reason, including. without
limitalion in conpection with any clim, suit, fedefal or state law, regulation, order,
imterpretation, statute, or similar authority, from otherwise eonyerling this. Debenture, then the
Hglder may elect in Holder’s sole and absolute discresion to convert any portion of the
outstanding Pi’iﬂCipdt Amount and accrued and uppaid futerest uhder this Debenture it such
number of shares of Common Stock of the Company equai to-the dollar pmeunt of the Debenture
‘heing converted divided by the Couversion Price, subject-io- the other secfions of Ihis,afrrcemﬁni
2% Exereise of Conversion Priviteee, Molder shallexercise 4ts conversion rightsany

Business Dy by emailing or telscOpying an executed and:cempleted Conversion Notice o the

Company, The Conversion Notice shall speeify 1he date 6o which such codversion shall be
effected (sueh date, the “Cuaversion Date™). I no Canversio TFaw s specified in g Notte of

éfice. of Cenversion is/ deemul

Conversion, the Conversion Date shall be the -date-thar such

delivered hereunder. Each date on which a Cepversien E\;otxac-:a‘ swnailed of telecoplied 10 the
Compény shall constitute & Conversion Date. The Conversion K oticeulso shall state the name or

names (with addresses) of the persbus who are to betome the holders of the Common Stock
To efféct conversions hereuntdér; the
Holder shall not be raqu;ud to physically surteider this Debenture (o the Company unless the
entire Prinupa} Amount of this Debenture, plusall aceriiediand unphid intarest thereon, has beer

%0 convertedl: Conversions hereunder shall have the effect of lowering the: outstanding principal
smount of this Debenture in an amgunt equal to theapplicable canversion. The Holder and thu
Cornpany shall maintain reeords siiowing the Principal Amouni(s) coniverted and the date of such

wonversion(sy. The Company nizv deliver dn objectionto any Natits of Conversion within one

Business Day of delivery of such Nofice of Comversion. In the event of any dispute or

:dlwr. pangy; the records of the Holder shall be controlling and’ deternuinative in-the abience.of

. —
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nmanifest error. The Holder, and any assignee by.acceptance of this Debenture, acknowledge and.
agree that, by reasen of the-provisions of this parsg,xaph following conversion of a portion of this
Diebenture, the unpaid and uriconverted Principal Amount of this Debenture may be less than the

-gracunt stated on-the face hereaf

23 Delivery of Common Steck. The, Company shall eonvert this Debenture and issug

‘the Common Siock Issued avConversion in the manneér provided below, and a1l voting and ather
Tights assoviated with the beneficial ownership of the Common Stock Issuedat Conversion shall

vest with the Holder, effective as of the Conversion Date at the time speeified in the Conversion
Notiee: -As prompily as practicable after the Teceipt of the Conversion Notice as aftresaid, but in

any, event-not more than three (3) Business Days afler the Company’s receip! of such Conversion

Motice, the Company shall (a) issue the Commupi Stock Issued-at Conversion in accordance with

the provisions of tliis Artiele 2 and (b) cause. 1o be mailed for-delivery by overnight coutler a
eertificate or cemﬁcare(s} representing: the funiber of shdrés of Common Stack te which the
Hoider is entitted by virtue of such conversion and (¥) cash, as provided in Section 2.5, in respect

ofany fraction.of a share of Common Stock detiverable upon:such conversion.

C 4 Trapsfer Taxes.  Conversion.of this Debentire shall Be.made ‘without- Charge 1o

dhe Heidm hereof forany c‘iocmmma}y stamp or sirnilar taxes that may be payable in respeet of

the issue or delivery of snch certificates, provxdud that the Company sha!l not be required o pay

iy tax thot gy be-payable in respect of any. transfer involved in the Issuance and delivery of
any-such cetificate npon conversion s name other. than'that of the: Holder of this Debenture so

wemiverteth and the Conipény shall ot be requm,ci to ‘issue or deliversueh certificates unless dr
wntil the pesen or persons requesting the issuance ‘thereof shall have paid to the Company the
ambunt of such tax or shall hdve established to the satisfaction of the Company that such tax Has
‘beenpaid..

%5 Fractional Shares. No fractional Shares shall be issuable upon e purchase of

Common Stoek under this Aereement, and the number of shares to'be issued shall berounded-up

tothe nearest-whole share.

266 Beneficial Ownership Limitation Notwithstanding the foregoing, the Holder niay
mof convert this Debentyre to the extent that such conversion would cuuse the Holder to exeeed

the Beneficinl O\M}Lrshsp Limitation. To the extent that Helder defivers-a Conversion Notice

whigh would result in (he fssnance of shares of Common Stock in excess of the Benefigial
Ovwnership Limitation, sueh Conversion Netice shall be deemed o provide for conversion ef
only that postion of the Debenture as can be issued withow exceeding the Beneficial Ownership

Limitation,

27  Obligations Absolate. The Conversion Notice shall constitute # contriet between
the Holder and the Company, whereby the Holder shall be deemed to subscribe.for the numiber
of shares of Common Stock which it will-be entitled to-recsive upon such conversion and, in
paynient and: satisfaction of such subseription, o sumender this Debenturd and, 16 rélease the
Company-from: all Tliability thereon {u;cr:pi if'and to the extent that uny Printipal Amount thergofl
remains unconverted). The Company’s obiigations to issueand déliver the Common Stoek upan
gonversion in accordance with the ferms: of this Debenture are absolure and uncondiional,
ireespective of any action-or Inaction by the Holder to enforce the same, any waiver or censent




with respect 1o any provision heréof, the recovery of any judgment against any Persen or any
action to enforce the same, or any setoff, countercldim, recoupment, Himitation or wrmination. or
any breach or alleged breach by theé Holder or any dther Person of any ‘obligatjon to the
Company or any violation or aiietfed violation of law by the Holder or any sther Person, and
irrespective of any other chreumstance which uught otherwise hmit such obligation of the
C‘Qmpany to the Holder in commection with the issuance of suely Conversion Shares. [If the
Company [alls for any reason.to’ defiver to the-Holder such certificite or certificates pursuant o
Section 2.3 by the third demg Day afier the Copversion Date, and if after such Skare Delivery
Date the Holder is required by its brokerage, firin to purchase (in an open mirket tfransattion or
: Oﬁ:CIWiSG’) or the: Holder's brokerage: firm otherwise purchases, shares of Common Stock to
deliver in satzsfactioll elasaledy such Holder of the:shares of Common Stock which the Holder
was entitted 1o receive upon the £onversipn, then the Company shall (A¥ pay in cash 1o the
Holder (in addition to any other rerediés available to ot elected by the Holder) the amount by
witich (x) the Folder’s total purghase. price (incioding any broketage ¢oniniissions) for the
Cairimon Stock so plrehited exceeds (V) the product of {1} thevaggregate mumbsr ef shares of
Common Stock. that such Holder-was entitled to receive ffom theconversion at issug.multiplied
by (2) the actual sale price at which the sell order giving rise. fo-such purchase cbligation was
execuied (including any ‘brokerage commissions) and (B) ar the option: of-the: Holder, either
. reissue (if sﬁrrcmémed} this Debenture in a principal amount equal to the principal antount of the
anempted conversion or deliver to the Holder the number of shares of Comuion Stock thet would
have been jssued if the Company had timely ccmphed with its delivery. rcqmrcmems The
Haider shall provide the C(}Inpdn}f written notice indicating the amonnts-pa vable to the Holder
and, upon request of the Compaity, evidence of the amoum -of such loss: Nothing herein shatl
limit 2 Bolder’s right to pursue any other remedies available to it hereunder, :at-Jaw or in equity
ineluding, without limitation; a destee o specd’ o performande andfor injungtive. relief with
Tespest o the C(}mp&ny s, failive to timely ‘deliver certificates répresenting, shares of Comnmen
Stock upon vonversion ofithis Debenture asreguired pursuant to.the terths higreof.

_ ARTICLE3
RECLASSIFICATION AND ADJUSTMENTS

A0 Reelussiffcation.

{a) In the event that (A) the Company effects any merger-or consclidation-of e
‘Company with o1 into anether Person, (B) the Company effets fuy sale o4l or substantially all
of its assets I one transaction or 4 series of related transaetions, (€) any tender offer or exchange
offer (whether by the Comipany ‘of another Persen) is completed pursuant o swhich holders of
Common Stock are perniitted to tender or exchange their shares for other securites, eash or
property; or {I3) the Cbmpany effects. any reclassification of the Common Stoek o any
‘compitlsory share exchange pursuant 1o which the Commin Stock is effectively converted inty
‘or-exchanged for other seeurities, cash or property {in any stch east; a “Fundamental
“Transwction™), then, upori dny subsequent conversion of this: Debenture, the Holder shall have
the ng,ht to receive, for each share of Common Stock that wenild have been issuable upon. such
CONVersinn mneahatdy prion to-the eceurence of such Fundunigntal Trandaction, 1he sdme Kiad
and anbunt of seturivies, casti orproperty s it would have been entitled to-receive upan dhe
GeCUTEnce. of such ,Pundamem’gai Tronsaction 1f it had been, umnuhawiy pripy To- sueh
a ’m\é
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Fundamental Transaction, the holder .of one share of Common Stock {the “Alternate
Consideration’).

{B)=’ For pnrpaseso{’ any sueli convergion, the detertination of the Conversion: Prige

shali be appmp_rjaté] djngted 1o apply lo'such Alfernate Consideration based on the amount bf
Aligrnate Consideration issuable in respéct of ong share-of Common Stock in such Fundamental

Transaction, and the Company shall apporiion. the Conyersion Price among the Alternate”

Considesation’ine reasonable manner réflécting the velative value of any different components 6f
e Aleraate Considerafion:  1f holders of ‘Common Stock are piven any thoite ds 1o the
securitizs, cash or property to be received in 2 Fundamental Tiansaetion, then the Holder shall be
-,_gi'fver;': the same cholce as to (he Alternate Consideration it receives upon any eonversion of this:
‘Debénmue foliowing such Fundamental Transaction. To fhe extént necessary 10 effectuate the
forepoing provisiens; aqy succossor 1o the-Cemipany or surviviag enlity in sieh Fundamental
“Fransuction. shall issue to the Holder a new debentiré consistent with the fotepoing provisions
and evidencing the Helder's right to ¢onvert suck debenmure into Alternate: Consideration.

() Inthe even then the Holder of this Debennire shall have the rightshereafier, at ity
“gble option, to (%) declare and- Event -of Default -and. requite the Corpasty: 10: prepay ithis.
‘Debsntire as st Forth in Section 5.1(7), (y) elect receive the number of shares:of commion stock
softhe successar or gequiring corporation. or. 0f the Company, if it is. the surviving corperation,
.and Alterpate Consideration as'is recéivable upon oras a result of such Furidamental Transaction
by-a holder of the nember of shares of Cominon Siock into which theroutstanding portion-of this
Debenture may be converted al the Conversion Price applicable immcdiately prior to such
Fundamental ‘Copporate Change; or {2) require the Company. or such successor, regulring .o
purchasing corporation, 43 the case:may be, 16, withont ‘penefit of any additienal consideration
therefor, executé gnd deliver to the Holder & debenture with substanfial identical Tighis:
privileges; powers, restrictions und other terms$ as this. Debehture in an amount equal fo tie
sriicunit buistanding under this Deberture immediately prior to such Fundamenta] Transactien;
The Toregoing provisions shall similarly apply 10 successive Fundemental Transacticns.

3.2 Adustmentsto Floor Price,

{a) Sihdivision or Combinatibn of Ceommod Stack. If thie Conmipuny; -ab any ling

while ‘this Debenture is butstanding, shall (A) pay: a stock dividend or: otherwise make &

distribution. or distributions on shares of its. Comimon Stock. oy amy other, equity’ or- eduity
equivalent scourities payable in shares of Common Stogk, (B) subdivide outstandling shares of
Common Stoek into. a Yarger number of shares, (C) contbine (incly ding by way of reverse siock
splity outstunding shares of Commen Stock into-# smaller number of ghares, or (D) issue by
reclassification of shases ofthe Conimon Stock any shares of caplial stock of the Company, then
the Flaor Price shall be mulliplied by s fraction of which the numerator shafl be the numbsei of
sharssof Conumon Stock (excluding reasury:shares, if any) sutstanding belore such event.and of
+which the denominator shail be the munber of shares of Cominon Stock ontstanding after such
event, Any adjusiment made pursuant to' this Section shall become effective immediately after
the record date’ For the determination of stock woldlers ehtitled 10 receive such dividend or
distrtbuition and shall become cffective immediately aiter the effective date fu. the césu ofa
syisdivision, combimution or re-classification. '
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(b)  Issuance of Capital Shares. IF the Comparty; at anytime while tlifs: Debenture is
ouistanding, ‘issues or selis, any shares «of Comtoon Stock or rights. warrants or options o
‘subsexibe: for or purchase shares of Conimion Stock {wl eetively, “Common Sitock
Equivalénts™), excluting any Exeluded Securities, for a considesation pér shaie-less than the
‘Floor Price, then inmedintely after such sale or issuance the Floor Pricg then in effect shatl be
reduced to an amount egual to 809 of the effective priee at whicl the Common Stock was
issved: For purposes. of determining the adjasteé Eloor Price under this Seclion, tlis following
shall be:applicable:

(A} Issuance of Equity Secugties. 1 the Company “in any manner
grants op-sells any Cominon Stock Equwaiems and the Jowest pricc per-shere for which one
share of Commun Stock is fssuable upon the exercise of any such Conpnon Stock Bquivalent is
less than the Floor Price, then such share of Common Stock shall be deemed to be-vutstanding
and 1o have been ssucd aitd sold by the Corpany &t thi time’ of the granting or sale of such
Commion Stock Bquivelent for such price-per sharg: Forpurposes of this Section,. the “lowest
price pey shm.e“ for. wim %i em, haﬂ‘ of Commbon Stock suable upen ibe: gxercise of any sueh

' 1 sty of Ehe fowest amounts of consideration {if
AT share-gF Common Stoek (%)
upczn gr:m{mg orsale ofthie Cemmon'Smck Equﬁralen!. 3! ereice of the Common: Stock
Equivalert and {f) upon conversion or xchange or exercise Q‘i sieh Comimon - Stock Eguivalent.
No further adjustment of the Floor Price shell be made upon {he-aciual issuance of such share of
Commen Stoek upon the‘cxercise or eonversion of the Comimen Stock Bguivalent.

(BY  Change: in Oplion: Price or'Rate of Cenvitrsion. If the purchase’
plice provided for in any Common Stock Eguivalent, the additional consideration, if any,
puyable upon the igsue; conversion, exchangs of cercise ofany Comwion Stock Equwalen{ or
‘the rate .at iwhich any Gommbn Stock Equivalent is copvertible inte or exchangeable or
exereisable for Comman Stock hanges ataty line; the Floor Pricesin offect at the fime of 'such
ehange shall be a 24 to.the Floor Price which woild hve been o ‘affest 4t such tme had:
sueh - Commion Stéck Bquivalent provided for such changed purchase price. additional
consideration or changed conversion rate, a3 the case may be,.at the tirne initially granted, issued
or 50id, For parposes of this Seetion, if the terms of any Common Stock. Equivalent that was:
putstunding as of 1he Cloging Dawe are charzvué in the manner. described fin fhe fmmedidtely
preceding sentonce, then such Common chk Equivalént -and the Common Sk deemed
issuable ipen exéroise, conversion orexchange thereof dhatl be deemed 1o have been isstéd asof
the date of such.chanse. No- adjustrent shall be made if such adjustiment would result in an
dticrensé of the Floor Price then in-effect,

L

€y Caloulntion of ¢ {msniemﬂan Regeived. If any Common Stock:
‘Fguivalent. js dsswed in connsciien with the igsne or sake-of ether seeuritiss of the Company,
‘togzther comprising one i Lgrated transaction in which no speeific consideration is allocated 10
such Common Stork Bquivalent by the pérties’ thereio, the LCompion, § Stock Equivalent will be
deemed to kave been issued for the difference of (3 e cpy mga{e fair mirketvaiue of such
Cosmvon Stock Equivalent and other securifies issued or sold 1 such-intggaled fransaction. lesk
Ay} the fair, mguket value of the securities other than siich Commen Stk Equivalent, issued or
sshld in such transaction and the other securities issued Ot Soid in such utegrated transection will
‘bt deemed 1o fave beer issued or sold for the balance of the consideration recw,ec* by thie
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Compary. ¥ any Coramon Stock or Common Stock Bxuivalents are issued orsold ordeemed to
have been jssued or sold for cash, fhe consideration reeeived thevefor will be deemed 1o be:the.
pross amonnt raised by the Com‘paJW' srovided, however, that such grass amouni is'not greater

than 110% ofthe net amount received by the Company therefor, 1 any-Common Stock, Optians
or Convertible Seorities dare issued or sold for 4 consideration vther than ¢ash; the amount of the
‘consideration sther than cash received by the Company will be the fair value: of sueh
consideradion. The: fair valve of any consideration other than cash or’ secutities will b
deternined jointly by the Company and the Holder,

() Record Date. I the Cc:mpaﬁy takes & record 6F the-holders o

Common Stock for the p“ﬁ,ﬁ}(ﬁbt of entitling them (%) to reseive a dividend orothies. gy

m vable in Common Stock, or Capital Shares of {¥) w subseribe for or pumhase: Common Sioak

Cupitel Shares, then such record date will be deemed 1o be the date of the fssup orsale 6f the

Common Stock deernéd to have been issuet or 5013 gpon the declaration of such dividend or the

muking of such other distribution or the-date of the granting of such vight ot subselptionior
pirchase, as the ease thay be '

' Q{:) Othtr }, ents.

d_]thtmf.!i! wzll mmz.dsc ihc Piooz Pnce us- Oihex wise ducmuned ;}ursuant e t}nb' Su.uﬁm 3.7

3.3 Notice of Cortsin BEvents,

{n) Adimstment to Fleur Price. Wieneverthe Floor Price s adjusted pursuent 1o any

pmvéqi(m of Section 3.7, the Compiriy shall promptly mail (o the Holdera notice sefting forth

the Floor Prive after such adjusteaent and setting forth a brief statement of the fusts requiring
such adjustment.

(b‘) I\ntme wo A la,, Con ucrsmn ’rw Ho[du I (A) tlé Cﬂmp’my ..311:111 (icuidre 2

st mii dmlarﬁ: a bpcuf,ﬂ nonrecwing wsh dwsdcnd anora 1eéemp IOB of the 11 {
the Company shall antherize the granting to' all holders of the Cothmin Stetk: rmhﬁ.s or
warrants to subseribe for or purchase wmiy s shures of capital stock of any class or of ahy fights, (D)
the approval of any stockbolders of the Coripany shall bé required 3u cormection with any
reclassification of the Comimon Stock, any consolidation or merger 1o which tie Cempany isa
pirly, any sabe or thnsfer of all of substantindly all of the assets of ‘the Cmnpany of any
wmpu]sm*y share exchange wheraby the Commen Stock is converted iito: othei sedirities, pash
r properly or (B) the Company shall authorize the voiumury or inveluniary dtssoiunom
'Exqmdation or winding up of the affairs of the: Company, then, in-&aeh case; the smpany ghall
vause to be filed at each -effice or agency waintaingd for the pumose of conversion . of this.
Prébenture, and shalbeause to be delivered to e Holder at its last address as it shall appesr gpon.
the Debenuwe Register, st hiist 20 calendar days prior (o the: applicablerecord oretfective dute
herginefier speeified, a natice stating (3) the date on which a recovd s t6 be takes for e purpose
of sdck dividend, distribution, redempiion, ights or warraats, orifa record Is not'to, be: taked, the
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date as of which the holders of the Comunon Stock of 1‘.ec@';é1 to be antitled to sach dividend,
distributions, redemption; rights or warranis are o be determined-or (v) the date on which such
reclassification, consolidation, merger, sale, transfer or share éxchange is expected 10 become
cifective or close, and the date as of which it is expected that holders of the Corimeon Stock of”
record shatl be entitled 10 exch’azigé their shares of the Common Stoek forseourities, cash or
other property deliverable upon such reclassificalion, consolidation, merger, sale, lransfer or
share exchange, provided that the failure o deliver sugh niotice or any defect therein or in the
delivery thereot’shall not sffect te validity of the-corporate action required to be specilied in
such potice.  The Holder is enfitled to convert this Debentare «during, the 20-day period
commencing on-the date of such notice through the effective date of the event triggering such
riotige:. :

ARTICLE 4
COVENANTS

41 Nghte of Tefault; I any ong or more évenis oeéui which cynstitute or which,
with notice, lapse of thme, or both, would constitue an Bvent of Drefauli, the Company shait
forthwith give notice 1o the Helder,-specifying thie natire and status -of the Bvent of Defaull.or
Suthothct everits). s the case may be.

42  Payment of Obligations. So leag as this Debenture shall be outstanding, the
Compary shall pay. extend, or discharge ai or before matunity, il T respective material
abligations and liabilities, ineluding; without Hmitation, tax- Tidbilities,. éxcept where the. samie
way be contested in good faith by appiopriste proceedings.

43 Compliance with Laws. So long as this Debenture ‘shall be outstanding, the
Compary shall comply sith-all applicable laws, ordinanges, rules, regnlations and requirements
of poveramental-authotities, except for sich noncomplidgice which. would not have a mateeal
adverse effect ou the business, properties, prospects; condition (financitl or otherwise) or resulls
P opertions of the Company énd the-Subsidiates.

44  Inspection of Proverty, Books and Redords. So loug as this Debentare shall be-
autstanding, the Company shall-keep proper hooks, of record and-aecount it which full, true i
sorrect entries shall be imatle: of dll material dealings. and transactions in relation 1o its business.
anel activities and shall permit representatives of the Holder at the Holder’s expense 1o visit and
inspectany-of ils respective properties, to examine and make abstracts (rom any of tig respestive.
books and records; pot reasonably deemed. confidential by the Company, and to diseuss ity
respective affairs, finances and acotunts with Tis respeetive efficers and independent. public
acvountants,afl al suchreasonabile times and a3 ofien as may reasonabiy be desired.

45 - Neoative Covepants. As long as wuny porfion of this Debenture remains

outstanding, tvitheut il Holder's prior wiritien consent, the -Company shall not, and shail not
‘permiteny of s Subsitiaries to. direetly or indirectly:

(@) ener into, create, ircuf, assume, guaraniee or suffer to exisi any indebtedness: for
boriowied meney: of anwkind, Including but not limited t, 3 guarantes, on of with respectio any
of its properly, or a53ets now owikd.or hereafier acquired orany interest therein or any bicomeor
‘profits therefromy provided, howeves; thiat ‘the nrohibition on indebtedness set forth in s 4
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Section 4.5(a) shall not apply if; subsequent 1o such indebiedness, the Company’s ration of
current assets to-current liabilitics shall equal or excesd 1.0;.

{b) emend its charter documents, including, without lmiation, ‘the certificate of
incorporation and bylaws, in-any manner. that materially and adversely affects any rightsiof the

Toider;

{c) repay, repurchase or offér to repay, repurchase or otherwise acquire more than a
de minjnids number 6F shires of its Common Stock or'Capital Shares;

{4)  pay cash dividends or distzibuiions on any equity securities of the Company;
(e  enter into any transaction with any Affiliate of the Compary which would be
requited to be. disclosed in any public filing with the Commission. unlesy such ransaction i

made on an arm’s-Jength basis and expressly approved by a majority of the disinterested
directors of the Company {even if Tess than a querum otherwise required for board approval); or

{fy  enterinte any agreement with respett to any of the foregoing.

46  No Impairment, Fxcept and to the extent s§ waived or consented to by the
Holder, the Company shall not by aay ‘action, m{,!utimg, withoul limithtion, dmenémg is
carixﬁcqw af’ mcmpemﬂon or ihrough anmy recrganizatiodn, trapsfer of assets, consolidation,
merger, dissolution, Issue or sale of scourities ov any other voluntiry astion, avold or seek 1o
‘avoid the observance or performatice of any of the terms of this Agreement, but will at afl times
in good faith assist in the camying out.of all such-térs and in the taking of all such actions.zs
“miky be mieceSsaty or appropriefe to protect the rights of Folder as set forth i this Agreement

agein si.lmpcurmum.

ARTICLE S -
EVENTS OF DEFAULT; REMEDIES

51 Events of Defouli, “Hvent of Defauli™ wherever used herein means. any one of”
“the following evenis:

. (2)  the Company shall defaull in the payment of prineipal of or interest om this
Debeniure as and when the same shall be due and payable;

(by  adefmilt orevent of default (subject to any grace or cure period provided in the
applicablz agreement, document or instrament) shall oecme under(A) any of the Transaction
Documerss o (B) any other materisl dgreement, lease, documeint or instrument to which the
Corlpdny or‘any Subsidiary is obHgated;

(¢} any tepresentation -or waranty made.” m this. Debenture, any ether Trangacfion
Trocuments; any writlen statement pasuanl herclo or thereto or any othier report, finaneial
statement of certifieate made or deliveredto the Holder-or any other Holder shallk beruntrug o
false or misleading'in any material respect ds.of e date whenimade or deemed mads;

ke Company or any Subsidiary shall be subject to @ Bankrupley Event;
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(&}  theCompany or any Subsldiaty shall defauli on agy of its obligations under any
TROHBAYT; credit: agreement or other, facility, indentury agresment, ia,c'tonng agreement or otber
instruentundsr which thers may be issited, o7 by whith there may be secured or evidenced, any
indebtedness for borrowed meney or money due under ARY krng term. leasing or facterbsip
mlmnf‘mcnt that (2) involves an oblgation grewter than $150,000, whether such indebredness
new-exists or-shall Hereafter be c,naatcé and (§) results in suck mdebtédness beedming or béing
declared due and payable prior to:the data on which it would otherwise become dug and paysbie;

¢ it becomes onlawiul for the Company to perform or eomiply with its chligations
under this Debenture i any respect;

{g) the Comaon Stock shaill not be: ehgﬂaie for listing or quotation: for trading on 2
Trading Market and shall not beéligible to résume listing:or giomtion for trading thereon within

five Trading Days:,

{hy  the Compuby shall il to tinely file all veports requited 1o be filed by it with the
Commission purseant {6 Section 13 or TH{E) of the Exchange Act otherwise required by the

- Exchange Act o

i i}’, the Coirpany il be a party 10 Findamenta] Trarsaetion or shall agres tossellon
dispose of all or in excess of 50%. of #6 assets. in one. transaciipn of «a series of related
‘transactivuis (whether ornot suchisale would constitate 2 Fondamertal Tmn‘sa,ctlon)

B Company, within twénty (26) Jdaysafter wiitten noticafrom Holder that it cannot
find -a breker who will sell the: Cmmna ‘3 ‘E‘C;‘issued to Holder ipen cenversion, has been
undhle to identity to Holder a broker whowili sell the:Commor Stock for Holder.

& if flig average Volime Weighred Average Price per shiave of the Comition Stock
“for atzy pmod of three (3) consecutive Trading Days dwfin gthe teym ¢fthe Nofe 45 less than

$0: 1 per share {as adjusted forany srocl split Kst‘iack dmdnsi& gombinations, subdivisions,
aecapitelizations.gr suniler veoxganizations of capifal),

() Theautborized and wnissued sbares of Common Stock dess the-issucd shares of
Common Stoek multiplied by the Conversiont Price is greater than the. Pnn-::lpal Amburgt and any
acerued mterest oulstanding under this Debeniwe multiplied "By two () of & $hiown in
mathenraticad ters g

Mo, of Authorizéd Unissved - No. of [ssued) x Cenversion Price » (Principal
Balance.+ Int 1 X7

Rescission and Anpulment. 1 an Evenr of Default
OCLUTS zﬁ”d iy mnimumg then and in every such case the Hotder may, in Holder's sole -and
bsolite: diseretion, by-& notice in writing to-th Compzmv regeind amy puistanding Conversion
‘Notice and deoliia thistt any oF all amoants Gwing drotheryise outstanding underbis Debenture
e mnﬂaél'm,h dye sad payable and upon-any sech declaation this Debertre or sueh portion
thereof, s Etppdﬂdi’}k shall become inmmediately dos and payable in-cash i1 an.ampunt-cqualto
one: hundred teieaty pereent (120%) of he sum of (\i} dhe Pmm:zpa? Amount thereof, plus (i) all
_{“d and unpaid interesttherepn 10 e date of pdymant .
T
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53 Late Payment Penally, Al overdue acciued -and unpaid interest lo be paid
‘hereunder shall entail a late fee at an inlerest rate equal 10, the lesser of 18% per annum or the
maximiim rate permitted by appismbie law which shall dcerue daily from the date such fntérest is
dué herennder through and ineludi ing the date of payment infull. If any pertion of the principal
of or interest on this Debenture shall not Be paid within ten (18) days of when it is due, the
Giscount Multintier under this Debenture-shall decrease by onepercentage-point (1%).for eseh
period of ten (10} Business Duays that any porten of such amount terpains unpaid by the
Company for afl conversions of this Debenture thereafier,

3.4 Maxirpum Intercst Rate, Notwithstanding anything herein to the contrary, if at
any time the applicable Interest Rate as provided for herein shall exceed the maximum lawlul
rafe which may be contracted for, churged, taken or recgived by the Holder in accordance with
any applicable: lnw, the rmte of interest - apphcahlc to this Debenture shall automatieally be
deemed to be (he maximum lawiul e To thie greatest extent penmtted ander *&ppEmabie lawv,
the Company hereby waives and agrees not to-allege o ¢ldim that any provisions of this
Bebenture could- give risc to or resiilt in any aetual or potentinl viclation of any applicable usury
laws;

3.5 Remedies. The Cotipany acknowledges that a breach by it of its obligations
hereunder will cause Irreparable Humi to the Holder! by vitiating the datett and purpose of the
transaclion coptemnplated hereby. Accorémg]y, the Company acknowledges that the re:medy at
faw f6r & breavh of s nbhganon., wrider this Debenture: will be inadequate and agrees; in the:
eventof a breschor threatened breach by the Coripany ol thie provisions ef ths Debenture, that
the Holder shall be entitled to ull other available remedics at law or in-equityy aid in- addition o
the penaities assessuble héreln, to a6 infunction or injurictions restraining. preventing, or curing
any breach of this Debenture and 1o enfbreg specxﬁcaliy Ahi ternd and provigions thereo?,.
withont the recessity of shﬂwma, etonomic losy and without any bond or oflier seeurity. belng

required.

un
s

Intentionallv Deleied.

ARTICLES
MISCELLANEOUS

B3 serrender of Debenmues. Upon copversion or payment in full ‘or the atoriny
Date. the Holder shiall either defiver this Debenture by hand ‘ta the Cmngany at s pringipal
exeoutive offices or surrenderthe same to the Comparny at such address by nalionally recognized
overaight courier.  Paypient of the Debepure on the Maturity Date; shall be made By the
Ceampany o the Holder appins receipt ‘of thiy’ Debenture by wire fransfer of immediately
available funds w such aceouni{(s) as: tbe Holder shall specify by wiitien notice 10 the Corpany.
Af payment of such rédemption pricc vnot made in full by the redemption date; or the amount
due-on maturity is not paid in full by the Maturity Daie; the Fiolder shall contime have theright
16 convirt thiy Debenture as provided Iir Articie 2 hcreo!‘ or lo declare en BEvent of Defiult as

pravided i Articie 5.

62 Effect of Bankraptey Hvent  The IHokler ghall be entitled %o, exercise its
'cﬂf?:rsm‘n privilege: notwithsianding the occurrence of o Bankruptey Bwvent or the
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commencement :of any case under the Banirupiey Code. The Conspany harcby walves 1o the
fuflest extentpermitiod any rights to reliel it may bave under 11 U.S.C. § 362 in respect.of the
conversion of fhis Trébentuse: . Tothe extint that the Company miakes:a payinent.or payments.io-

shie Holder ot the.Holder enforces orexercises is rights under this Debenture, and such paysnent
or-payments o the proceeds ofisuth enforcempent or exercise or any part thereof arg:subsequently
invalidited, declared to be Bavdulent or preferentinl, set aside, Tecovered B{;m, disgorged by or
are wqmred 4o be refunded; repaid or otherwise restored to ihv Company, @ trusige, Tecéiver of
any other person under any law (including, without limyitation, ‘any bankruptey Taw. state or

federal law, cUmmon: law or ex:;m{'ible cavse of agiion). lhen to'the extent of any such réstoritdon
the obligation or part thereaf originally intended tu be satisfied shall be revrved and eontinued.in
full foree and effect.as ifsuch payment had not been made or such. enforeement or ‘setoff Tag not
oecwrred.

G5 Withholding. To the extent retjuired by .applicable Taw, ‘the Contpany may
withhold ameotmts for or on:ggcount of any raxes imposed or levied by or on behalfofany. taxing
authority | t%}.:. Wihited States: having: juris siliction over the Compeny {Tom: any payments: made

prrsnantip 15 I;_la,bz, MG,

&4 Ny ¥iplises Sharghelder. This Debenture docs not-entitle Holder to any Voting
Tights vr-any other rights as sharsholder of thie Company prier 1o the gonversion the Debenture
ey shares of Commen Stock as provided herein.

65  Satufiye, Suadays. Helidays. ete. If the last or appoinisd day for the-taking: of
any aeion or (He expiration of any Hight required or eranted herein shallnot be 8 Bosiness Day;
thow, such-aeton may bestaken or such right may be exu‘cxsg{i oun thenext s&xcceed o Busingss

Day..

GG Bartire Acgeement. This Agreement, the Securities Purchase A’;;,mement wrid the
ofher Tragsaetion Pocuments, together ‘with the Exhibits-and Schedulgsiefeto; contain the
entire understanding: of the: parties with respect to the subject malter hereof and -supsrsede all
prioyagieenyents, uri;icrsian {ings, discussions end representations, oral ot weitien, with respest {9

such matters, which the paries acknowledge have been merged into sych decuments; exhibiis
and sc_hedak,s.

6.7 Anlendments, Waivers. No provision of this Agreement muy be veaived. ar
amended exceptina written {nstrument-signed by the Company and the Investor, No waiver of
any . defnubt with. respeet 1040y ;ﬁ:cmsmn, condition or requiremment of this Agreement shaii be.
deemmed 1o be a contjinsiig waiver inthe firues ora waiver of any subsequent defaulsor o waiver
of any other provision, condition errequirement hereof, nor shail-any: delay or omigsionefeither
party fo-exeroise aty right hereenderin any manner impair the exercise:ofany such right.

6.2 Canstriserion. “The headings herein are. for convenicnee only; do not constiuie a
part of this: Agmemzm und shall not be deemed to limit or affeetany. of the pr visiofns hmor
The fanguage gsed m Hds Agreenient-will be deemed to be the langudge chosdn. by the partics o
CXPIEss heir prutual intent, and no reles of strict construction will be dpphu‘ againsLany paryy.
This Agrecment shall be. construed as i drafied joinily by the parfies, and no presumption or




burden of proof shall avise [avoring -or disfavoring any party by virtue of the avthorship of any
provisions of this Agreement or any of the Transaction Documents..

69 Notices. Any and all hotites or other communications or deliveries reguired or

permitied] o be—ﬂrmdcd hergunder ghall besdn wiiting dnd-shall bedeemed given and effective if

Edc,hvc;t.c ity (lie: nanner and 1o.the ’tddmss Fy speczﬁed in the Smur:_ s Purchase Agreement,

610 Governing Law. All questions-¢oncerning the construction, v‘ai‘u'.uy,‘eufer’cemini
and interpretation of this Agreement shiall be govemﬁé by and. construed. and enforced in
accordance with the internal laws of the State of California, witheut regard to the principles of
conflicts of law thereof, Fach party agrees. Wiat .all Aetions concerning the interpretations,
‘enf(m‘emtnt add de fmsc oa‘ ?.hc nanﬁc*éfons @nzemp]alcé by ﬁus Ag ement anci any oth«“r

connestion. hcruwzth or wnh an} zramam{m
-with Yespeet to-the - endorcémenit-of -thé -
11’[1‘;1’5&101\ ‘s\’:ll‘."f:ﬁ», and. BSOS nat e SSEI'L g
subjectto the Jmssdmuon.mf ariy Sueh-C ﬁnmm mzrt or: tha[ such Agtion has hcu} Lommcnccd
iman improper or inconvenient forun:, Bdeh piady” hemto hert,by !rrewcabiy wawc& pmbmﬁ!
seiyice ef process znd consents fo process bel ¥
thereof via registered or certified mall .or overnight delivery (wnh evidencs. of dc,ln e;'y} 10 such
party sl the address in effect fornedees-to it uﬁder this Apreernent und agrees that such service
shall vonstinite good and sufficient service of proeess and notice thereofl Wothing contanined
hereta shall be déemed fo limit inany way ang right loserve process in any manner perniitted by
Iaw. Each-party hereto hereby 1rr‘vmab¥y wiives; 1o the Tullest 'extent permitted by applicable
Javw, ey o il ight 10-trial by Jurs” ny legal proceeding arising out.of or refating to this
Ageement or-the iran:,dctmn:) camempiated héreBy, Ifeitherparty shali commence an Action {0
cnforee-any provisions of a Transaction Document, thendhe prevazimg arly insuch Action shail
bereimbursed by the other party oy its: reasnnablc Atorieys’ fees and other costs and cxpernises
ingnrred with the investigation, preparation: and: prosecutionof such Agtipmn.

£ upterparts. ‘This Agregment wiay be éxeduted 11 two-or more counierpaits, alf
of which when taken together shall be considered one and the same dgreement and shall become
etfociive when counterpars have been signed By each party and delivered 1o the other pasty. it
being understoed that both perties necd notisign the same c‘aun‘ierpm*i In the event that any
signafure. is delivered by facsimile ransmission or-electronic mail in pertab & document forma
or othied means wntenided to preserve ti‘zc.nn_gmai graphic content of a signature, such signature
shall creafe a valid and binding obligation of e party exésutitig {or oh whose behull-sush
signahwe 4s exectted) witly the same force and effect.as Hooueh facsimile sipnature page werean
-original thereof '

4,12 Pavinent 581 Aside.  To the éxtonit diat the Comppany makes o péyrient of
payments {0 the Investor pursuant o agy Transagtion Dbcument or the Iovestor enforees. or
oxercises its rights theveunder, dnd sueh psyment or payments or the proceeds of such
-enforgement or exereise or any pafh thereof oie subsequemtly hnvalidated, deelared 1w he
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fraudulert.or prefercntial, set aside, recovered from, disaargéﬁ by or aterequired to birefunded,

repnid or otherwise restored to the Compaity. a trustee, réceiver or any other persen undér-any:

Inw {inciuding, without limitation, any bankruptey ltaw, stese or “fediral law, common lawar
-equitable ¢ause of aetion), then to-the extent of any such restoration the. ebhgatxon or jiart thercof
coriginalfly intended to be satisfied shell be revived and continned in, £l Force dnd effsct as if
such payment had not been made or such enforcement or setoff had not securred.

TN WITNESS WHEREOF, the Company has cansed this Debenturg to besigned by its
-duiy authorized officer-on the date of this Debenture:

Paradigm Oil' e%“*{}as, e,

W
Name: /7% ////&{V’
tle: {SZ’(?FFJZE%’"# é’/ﬂhﬁc)f‘ﬁ@h
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EXHIBIT A
CONVERSION NOTICE

TG &l

The undersigned owner of the Converfible Debenture due QOctober __, 2015 (the
“Prebenture”) issued by Paradigm Oil and Gas, Inc. (the “Company”) hereby irrevocably
exercises its option to vonvert a portion of the Debeniure in accordance with ils terms, as
follows:

Conversion Date: Ta}
Conversion Time: [e]
Principat Amount converied: §[e]
Accrued Interest converted: $[e]
“Total amount converted $[o]
- Conversion Price $iel
Shares of Common Stock to be issued: [e]

The undersigned hercby instucts the Company to deliver ) & stock certificate
representing the share, & new Debenture representing the new Principal Amount ouistanding, and
a cheek in payment of any fractional shares to the following address:

La folla Cove Investors, Inc.
1793 Union Street
San Francisco, California 94123 =

Name:

Title:

Anl




